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INTRODUCTION
Introductory Remarks
by Mark S. Fowler*
T he observation that we are living through a "communications
revolution" has become almost a cich6. We are bombarded daily with
visions, ranging from the apocalyptic to the utopian, of the ways in which
communications and high technology are going to change the way we live.
While some of these pronouncements may be overstated, the underlying
phenomenon, rapid technological change, is undeniably real. Further, in
the field of telecommunications, changes are occurring at such a rate and
leading us in such new directions that "revolution" may not be too strong
an image.
Technology has transformed the face of telecommunications. Innova-
tions to make communications more rapid and less costly have occurred
on all fronts. However, one innovation stands out above all others: the
computer. The linking of the computer and telecommunications is chiefly
responsible for the "communications revolution."
The computer has become indispensable in the switching of commu-
nications; it has, indeed, become the heart of the communications net-
work. The linking of computers and communications has also given rise to
a totally new type of service: the information service. Telecommunica-
tions links permit customers in remote locations to gain access to cen-
trally-located computers and serve as conduits to pick up raw data from
customers and to return processed data to them.
Technology has radically altered the economics of traditional com-
munications and, thus, the concepts underlying the regulation of commu-
nications. Under its enabling statute, the Communications Act of 1934,
the U.S. Federal Communications Commission (FCC) engages in eco-
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nomic (facilities and rate-base) regulation of a small number of communi-
cations providers. Economic regulation tends to be conservative, seeking
to keep a carrier's rate base (its plant) and its rates low. Technological
change, however, demands flexibility.
As a result, several years ago the FCC began a comprehensive review
of its communications policies and embarked upon a program of deregu-
latory policy initiatives which accommodate change. It is hoped that
these policies will yield the most flexible, cost-effective network possible.
U.S. policies have essentially two unifying themes or objectives. The
first is increased competitiveness of the U.S. communication market
through removal of barriers to entry of new suppliers and of restrictions
on existing suppliers that have kept them out of particular markets; the
second, removal of restrictions on the uses customers can make of services
to permit them to tailor their own services.
United States policies, then, seek to create, to the extent possible, a
free market in communications and information services. Philosophically,
the United States has favored the free market over a planned economy.
The free market, and the profit motive, have encouraged risk takers to
enter a market where they see a need and have forced suppliers in the
market to be efficient or to be undersold. The benefits of competition
may be extended to the communications market. Central planning is in-
herently inefficient, since the information on which to base decisions must
flow into the center before the planner can act. As a result, central plan-
ning favors stability and protection of existing markets. Central planning
is, thus, not equipped to deal with changing conditions or to predict
where the market is going. Then, too, central planning requires that a
consensus of the planning body be first achieved before a decision is im-
plemented. Under the marketplace approach, one flinty individual can
move speedily to market, convinced only in his own mind of the feasibil-
ity of his project. It is believed that competition will extend to communi-
cations the same benefits it has yielded in other markets.
In the domestic communications market many U.S. policies are in
place and are producing the results envisioned for them. These policies
also hold promise of similar benefit in the international communications
market. Because the international market is a joint undertaking of inde-
pendent, sovereign nations, the United States has had to move more
slowly in implementing its policy initiatives.
International communications and the facilities used in their provi-
sion are provided jointly by the partners. As a result, all services or
changes in service require the agreement of all parties. In seeking to im-
plement U.S. policy initiatives, there has been significant opposition from
many overseas administrations.
Most countries have chosen to place their telecommunications in the
hands of a government-owned (or controlled) monopoly. These nations
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apparently do not share the U.S. preference for either private enterprise
or competition in the provision of communications. The result has been
that overseas administrations have tended to take a different view as to
what policies best serve user interests.
The FCC has been engaging in a dialogue with its foreign counter-
parts to explain its views. Fundamentally, the FCC believes that technol-
ogy requires flexible policies and that attempts to frustrate change are
ultimately doomed to failure. No nation will be able successfully to com-
pete in the future if it does not have a modern, flexible network. U.S.
counterparts overseas are coming to that realization as well.
One of the chief objectives of the U.S. in developing its international
telecommunications policy will be finding ways to foster the free flow of
information, whether of a cultural, personal or commerical nature. In the
post-industrial information age, information is itself a "good," a thing of
value. However, information is of value only if it can be placed into the
hands of those who can use it. Not everyone regards the free flow of infor-
mation as a beneficial thing, at least with respect to information crossing
international borders. Transborder data flow, or more precisely, restric-
tions on transborder data flow, are becoming an increasing problem. A
number of nations have apparently become concerned about the ease
with which modern communications facilities carry information into and
out of their countries. Nations under totalitarian leadership are obvious
examples. Other nations are concerned about the impact on their tradi-
tional cultures of entertainment and mass-communications materials.
Still others fear that commercial enterprises located outside their borders
can use communications to gather sensitive economic information which
gives them an advantage over domestic enterprises. For whatever reasons,
the result has been the imposition of a variety of restraints designed to
impede or block the flow of information. The United States is actively
promoting an international policy that would lift these restraints.
The benefits of encouraging more flexible regulation and technologi-
cal innovations in international communications cannot be overstated.
The technological innovations which have yielded such benefit in domes-
tic communications hold no less promise for the international market.
With the advent of the international communications satellite in 1964, a
low-cost international transmission facility became available. As a result
of the satellite, even the most distant and remote points of the earth can
be in instantaneous contact with population centers.
Instantaneous global communications have brought the world closer
together. Satellite-borne television transmissions have given people
glimpses of other people and other cultures never before possible. Satel-
lites have also allowed citizens of many nations to share events of global
significance-the thrill of manned exploration of space, the joy of a royal
wedding in Great Britain, the excitement of the Olympic games. With
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greater knowledge of other cultures has come greater understanding. Al-
though we have not yet achieved the "global village" the builders of the
satellite system hoped for, we have made progress.
International communications are also an important tool of com-
merce. International communications, even more than domestic commu-
nications, tend to be related to business and trade activities. The rapid
growth in international communications reflects a similar rise in world
trade. Modern communications technology has played an important part
in this growth. The lower cost and greater reliability of modern interna-
tional telecommunications have made international trade easier and more
profitable.
One of the most interesting trends in world trade patterns has been a
gradual, but accelerating, shift from separate national economies to one
interdependent, global economy. Industrial production is shifting away
from the traditional industrial nations to the developing or Third World
nations. We are in fact seeing the rise of a whole new organization of
industry, "shared production," in which components of finished goods are
manufactured in various countries and shipped to still other countries for
assembly and then shipped throughout the world for consumption. Com-
munications provides the nervous system for a global economy, keeping
all stages in the production chain coordinated.
To sum up, the FCC's approach has been to lift regulatory restric-
tions in order to encourage technological innovation and freer markets. It
is hoped that this will benefit consumers of both domestic and interna-
tional communications services. Benefits will become even more pro-
nounced as the global economy develops and as communications technol-
ogy links the peoples of the world.
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